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EXPORT   PAYMENT  ASSISTANCE   TO  U.S.   AGRICULTURAL  EXPORTS, 
FISCAL  YEAR  1964-65 

by 

Eleanor  N.  DeBlois  1/ 

INTRODUCTION 

U.S.  exports  of  agricultural  products  in  1964-65  totaled  a  record  $6,096  million, 
continuing  the  strong  upward  trend  of  the  past  decade.   World  demand  for  U.S. 
agricultural  commodities  --  especially  feed  grains,  soybeans  and  products,  and 
animal  products  --  has  increased  sharply  in  recent  years.   However,  exports  of 
cotton  and  tobacco  in  1964-65  were  down  from  a  year  earlier,  resulting  largely 
from  increased  foreign  competition.   Wheat  exports  were  down  but  still  second 
highest  of  record.   The  record  year  was  1963-64  when  wheat  exports  were  stimu- 
lated by  large  purchases  by  the  USSR. 

The  United  States  is  the  world's  largest  exporter  of  farm  products,  supplying 
one-fifth  of  world  exports  of  agricultural  commodities.   Production  from  one 
out  of  every  four  harvested  acres  in  the  United  States  is  exported.   In  1964-65, 
exports  accounted  for  over  half  of  the  U.S.  production  of  wheat,  soybeans, 
milled  rice,  and  dry  edible  peas;  over  40  percent  of  the  nonfat  dry  milk,  tallow, 
and  hops;  almost  one-third  of  the  dried  prunes  and  cottonseed;  about  one-fourth 
of  the  cotton,  tobacco,  raisins,  grain  sorghums,  and  flaxseed;  and  one-sixth  of 
the  corn,  barley,  lard,  and  dry  edible  beans. 

Nearly  three-fourths  of  the  exports  of  farm  products  in  1964-65  were  commercial 
sales  for  dollars.   These  dollar  exports,  plus  dollars  saved  and  repaid  under 
Public  Law  480  programs,  helped  to  improve  the  U.S.  balance-of -payments  position. 

About  one-fourth  of  the  export  total  consisted  of  exports  under  Government- 
financed  programs,  mostly  under  P.L.  480,  the  Agricultural  Trade  Development 
and  Assistance  Act  of  1954.   These  exports  help  meet  world  food  needs,  support 
economic  development  abroad,  further  U.S.  foreign  policy,  and  help  develop 
commercial  markets  for  U.S.  agricultural  products. 


1/  International  Economist,  Trade  Statistics  and  Analysis  Branch,  Foreign 
Development  and  Trade  Division,  Economic  Research  Service,  USDA. 
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Some  price-supported  agricultural  commodities  cannot  compete  in  foreign  markets 
without  some  form  of  compensation  to  the  exporter  who  purchases  at  the  higher 
domestic  price  and  sells  in  foreign  markets  at  a  lower  world  price.   This 
compensation  may  be  in  the  form  of  export  payments  in  cash  or  in  kind  on  exports 
from  commercial  stocks  or  may  consist  of  sales  of  commodities  in  CCC  inventory 
or  tobacco  under  loan  to  CCC  at  competitive  world  prices.   Export  payment  pro- 
grams are  under  constant  review  and  modification  to  meet  changing  supply  and 
export  demand  situations.   The  programs  are  also  changed  by  agricultural 
legislation. 

The  term  "export  payment"  in  this  article  includes  export  payments  in  cash  or 
in  kind  and  differentials  between  the  U.S.  domestic  market  price  and  CCC  sales 
price  for  commodities  sold  for  export  from  Government- owned  stocks  at  competi- 
tive world  prices. 

This  article  (1)  summarizes  the  extent  of  export  payment  assistance  to  U.S. 
exports  of  farm  products  for  fiscal  year  1964-65;  (2)  reviews  basic  changes  in 
farm  programs  and  foreign  trade  policy  under  the  Food  and  Agriculture  Act  of 
1965;  (3)  summarizes  a  revision  in  the  CCC  export  credit  sales  program  which 
provides  for  exports  of  certain  commodities  from  private  stocks  and  notes  a 
recent  revision  which  provides  for  acceptance  of  certain  foreign  bank  obligations; 
(4)  describes  the  export  payment  program  on  U.S.  chickens  shipped  to  Austria 
and  Switzerland,  announced  September  22,  1965;  and  (5)  reviews  the  extent  of 
export  payment  assistance  by  commodity  groups. 

Summary  of  Export  Payment  Assistance,  Fiscal  Year  1964-65 

Commercial  sales  of  farm  products  for  dollars  totaled  $4,426  million  in  1964-65, 
72.6  percent  of  the  record  $6,096  million  export  total.   An  estimated  $1,060 
million  of  dollar  exports  (17.4  percent  of  total  exports)  received  export  pay- 
ments and  $3,366  million  (55.2  percent  of  total  exports)  did  not  require  this 
assistance  (table  1  and  figure  1). 

In  1963-64,  dollar  exports  receiving  export  payment  assistance  were  23  percent 
of  total  exports.   The  decline  to  17.4  percent  in  1964-65  was  largely  due  to 
the  smaller  volume  of  wheat  and  cotton  exports.   In  1963-64,  dollar  shipments 
not  requiring  export  payments  were  51  percent  of  total  exports.   The  rise  to 
55.2  percent  in  1964-65  was  due  to  increased  commercial  exports  of  oilseeds 
and  products,  feed  grains  (principally  corn),  animals  and  products,  and  fruits 
and  preparations. 

Exports  under  Government- financed  programs  amounted  to  $1,670  million  (27.4  per- 
cent of  total  exports)^  These  exports  included  an  estimated  $1,153  million 
(18.9  percent  of  total  exports)  which  received  export  payments,  $278  million 
(4.6  percent)  which  were  not  assisted  by  export  payments,  and  $239  million  (3.9 
percent)  which  consisted  of  donations  under  Titles  II  and  III,  P.L.  480.   In 
1963-64,  program  exports  which  received  export  payments  were  15  percent  of 
total  exports;  the  rise  to  18.9  percent  in  1964-65  was  due  to  the  larger 
volume  of  wheat  and  flour  exported  under  programs. 
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Export  payments  were  an  estimated  $482.9  million  in  1964-65,  compared  with 
$821.7  million  a  year  earlier.   These  totals  include  payments  in  cash  and  in 
kind  and  estimated  differentials  between  CCC  sales  prices  and  domestic  market 
prices  on  exports  from  Government -owned  stocks  (table  2). 

The  reduction  in  total  export  payments  was  due  partly  to  smaller  average  export 
payments  for  most  commodities  and  partly  to  the  decline  in  volume  of  exports 
of  some  commodities  which  received  export  payments,  especially  wheat  and  cotton. 
The  average  export  payment  on  wheat  and  flour  in  1964-65  was  27  cents  per 
bushel  compared  with  56  cents  in  1963-64.   Export  payments  on  upland  cotton 
were  reduced  from  8%  cents  per  pound  ($42.50  for  a  500  pound  bale)  in  1963-64 
to  6%  cents  per  pound  ($32.50  for  a  500  pound  bale)  in  1964-65.   The  reduction 
in  export  payments  on  wheat  and  cotton  in  1964-65  compared  with  1963-64  amounted 
to  $321  million,  95  percent  of  the  $339  million  reduction  in  total  export  pay- 
ments for  all  commodities. 

Domestic  Farm  Programs  and  Foreign  Trade  Policy  Under  the 
Food  and  Agriculture  Act  of  1965  --  P.L.  89-321 

On  November  3,  1965,  the  President  approved  a  new  farm  program  enacted  by 
Congress,  which  extends  over  the  next  4  years  and  involves  basic  changes  in 
farm  programs.   The  objective  of  the  legislation  was  to  bring  a  better  balance 
between  production  and  use  of  food  and  fiber  and  at  the  same  time  lower  the 
cost  to  the  American  taxpayer.   The  provisions  of  the  Act  of  1965  continue  and 
extend  the  policy  of  a  closer  alignment  between  price  support  levels  and  world 
market  prices.   At  the  same  time  farm  income  will  be  strengthened  through 
provisions  for  direct  payments  to  farmers  who  cooperate  by  diverting  productive 
acres  from  the  production  of  unneeded  crops  to  other  uses.   While  direct  pay- 
ments to  cooperating  producers  in  combination  with  a  market  price-support  loan 
is  not  a  new  concept,  extending  its  use  to  cotton  as  well  as  feed  grains  and 
wheat  is  a  major  breakthrough. 

The  new  program  is  designed  to  enable  the  farmer  to  price  his  products  com- 
petitively in  world  markets  and  to  lessen  the  acquisition  and  disposal  of 
surpluses  through  Government  channels.   The  provisions  of  the  new  farm  pro- 
grams as  they  relate  to  foreign  marketing  of  wheat  and  cotton  are  briefly 
reviewed  in  the  commodity  sections  of  this  report. 

Revised  CCC  Export  Credit  Sales  Program  to  Provide  for  Exports  From 
Private  Stocks  and  to  Provide  for  Acceptance  of  Certain  Foreign  Bank 

Obligations 

On  February  11,  1965,  USDA  issued  a  revision  in  regulations  for  the  CCC  export 
credit  sales  program  to  provide  deferred  payment  terms  in  connection  with 
certain  agricultural  commodities  exported  from  private  stocks.   Earlier,  export 
credit  arrangements  had  been  available  only  for  commodities  in  CCC  inventory 
or  for  tobacco  under  loan  to  CCC. 


-Q. 


Table  2 . --Estimated  export  payments  1/  on  U.S.  agricultural  exports:  Average 
per  unit  and  total,  year  ending  June  30,  1965 

Commodity                     :Unit:  Average:  Total 
: :per  unit; 

:     :         Million 
:     :  Dollars  dollars 

Wheat  and  flour :Bu.  :  2/0.27  180.9 

Cotton,  upland :  Bale:  3/32  .  50  143.8 

Cotton,  extra-long-staple,  domestically  produced : Bale:4/45 . 00  0.9 

Rice :Cwt.:  5/2»22  64.5 

Grain  sorgnums :Bu.  :   6/ ,123  13.6 

Milk,  nonfat  dry :Lb.  :  7/.  069  35.1 

Butter :Lb.  :  7/.  248  30.0 

Milkfat  (butteroil,  anhydrous  milkf at,  ghee,  etc, ). . . . : Lb.  :  7/-33  5-2 

Cheese :Lb.  :  6/.  145  0.6 

Tobacco :Lb.  :  8/.  092  0.8 

Flaxseed :Bu.  :  7/-10  0.4 

Cottonseed  oil :Lb.  :  6/. 0525  0.2 

Peanuts :Lb.  :  6/. 07  6.9 


Total :---  :     ---   482.9 


1/  Export  payments  consist  of  payments  in  kind  and  in  cash  and  the  estimated 
differential  between  the  domestic  market  price  and  CCC  export  sales  price  on 
sales  for  export  from  CCC  stocks.   Export  payments  are  not  included  in  the 
declared  value  of  agricultural  exports,  as  shown  in  table  1,  as  the  exporter 
does  not  receive  the  amount  of  the  export  payment  from  the  importer. 

2/  Average  payment  in  kind  on  wheat,  23  cents,  and  average  payment  in  cash 
on  wheat  equivalent  of  wheat  flour,  80  cents  per  bushel.   During  1964-65 
export  payments  on  wheat  included  a  refund  of  all  or  part  of  the  cost  of  a 
wheat  export  marketing  certificate.   Export  payments  on  flour  included  a  full 
refund  of  the  cost  of  a  domestic  marketing  certificate  for  wheat. 

3/  Based  on  cotton  export  payment- in-kind  rate  of  6.5  cents  per  pound  x  500 
pound  bale. 

4/  Estimated  differential  between  domestic  market  price  and  CCC  export  sales 
price,  9  cents  per  pound, x  500  pound  bale. 

5/'  Average  of  payments  in  cash  and  in  kind  until  elimination  of  option  for 
cash  redemption  in  December  1964. 

6/  Estimated  differential  between  domestic  market  price  and  CCC  export  sales 
price.   Export  payment  for  peanuts  is  estimated  differential  between  domestic 
market  price  of  peanuts  for  edible  purposes  and  CCC  sales  price. 

77  Weighted  average  of  payments  in  kind  and  estimated  differential  between 
domestic  market  price  and  CCC  export  sales  price. 

8/  Average  payment  in  cash  under  Section  32  of  P.L.  74-320,  1935. 
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Under  the  earlier  program,  export  credit  arrangements  were  not  only  limited  to 
commodities  in  CCC  stocks,  but  were  also  limited  by  the  type,  grade,  and 
merchandisable  position  of  these  commodities.   Further  limitations  involved 
CCC  pricing  policy,  which  for  certain  commodities  was  designed  to  meet  domestic 
stabilization  objectives.   In  addition,  credit  could  not  be  extended  under  the 
previous  program  to  cover  the  processing  for  export  of  CCC-owned  commodities  or 
to  cover  inland  freight  charges  on  stocks  stored  in  interior  locations. 

Under  the  revised  program,  exporters  who  ship  from  private  stocks  receive  an 
Export  Commodity  Certificate  (CCC-341)  for  an  amount  equal  to  the  port  value  of 
the  commodity,   The  "port  value"  is  defined  as  the  exporter's  sales  price,  basis 
delivery  at  U.S.  port  position.   Such  certificates  may  be  transferred  or  may 
be  used  for  the  purchase  of  commodities  from  CCC  inventory  (or  tobacco  under 
loan  to  CCC)  for  export  pursuant  to  announcements  issued  by  CCC  providing  for 
redemption  of  such  certificates.   Exporters  may  ship  from  private  stocks  al- 
though the  same  commodity  is  available  from  CCC. 

Exports  from  private  stocks  under  the  revised  program  began  in  February  and 
totaled  $4.4  million  through  June  1965.   Exports  from  private  stocks  increased 
to  a  total  of  $38.6  million  in  July-December  1965,  nearly  half  of  the  $78.3 
million  total  of  credit  sales  during  the  6-month  period. 

All  sales  under  the  program  are  made  to  U.S.  exporters  who  in  turn  pass  on  credit 
to  the  foreign  buyers.   Until  February  1966,  an  assurance  of  payment  from  a 
bank  in  the  United  States  was  required  for  all  purchases.   On  February  17,  1966, 
a  revision  was  announced  which  permits  acceptance  of  certain  foreign  bank  obli- 
gations.  The  revised  regulations,  by  giving  exporters  additional  sources  of 
credit,  are  expected  not  only  to  increase  dollar  exports  of  U.S.  farm  products 
from  CCC-owned  and  private  stocks,  but  also  to  meet  generally  expanded  needs 
for  export  credit  whenever  such  credit  is  not  available  from  U.S.  banks. 

Export  Payment  Program  on  U.S.  Exports  of  Chickens  to  Austria 

and  Switzerland 

On  September  22,  1965,  the  Department  initiated  an  export  payment-in-cash  pro- 
gram for  U.S.  Grade  A  chickens  exported  to  Switzerland  and  Austria.   Export 
payments  are  made  on  whole,  frozen,  ready-to-cook  USDA  Grade  A  chickens,  in- 
cluding broilers,  roasters,  and  stewing  hens,  with  or  without  giblets  and  necks. 

Through  vigorous  promotion  efforts  the  United  States  built  up  a  large  volume  of 
poultry  sales  in  Austria  and  Switzerland.   Such  U.S.  sales  have  declined  sharply 
in  recent  years  because  a  number  of  European  countries  began  subsidizing  their 
chicken  exports  to  these  2  countries.   Large  subsidies  enabled  European  pro- 
ducers to  undersell  efficiently  produced  U.S.  poultry,  which  had  been  exported 
without  export  payment  assistance. 

The  United  States  undertook  multilateral  and  bilateral  discussions  in  an  effort 
to  persuade  European  exporting  countries  to  discontinue  or  modify  their  sub?i 
practices,  but  without  results.   The  only  practical  solution  appeared  to  be  a 
limited  subsidy  program  until  the  United  States  and  other  exporters  can  arrive 
at  a  mutually  satisfactory  solution.   Payments  under  this  program  are  made  under 
Section  32,  P.L.  74-320.  This  program  was  in  effect  until  Januarv  28, 
which  time  it  was  temporarily  suspended. 
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Commodity  Groups  Partially  or  Wholly  Assisted  by  Export  Payments 

in  Fiscal  Year  1964-65 

Wheat  and  flour 

U.S.  exports  of  wheat  and  flour  totaled  $1,239  million  (715  million  bushels) 
in  1964-65  compared  with  $1,518  million  (848  million  bushels)  in  1963-64. 
Strong  competition  from  other  exporting  countries  and  weakened  import  demand 
reduced  U.S.  exports  from  the  record  level  of  1963-64  when  Western  Europe  and 
the  Soviet  Union  imported  substantial  quantities  of  U.S.  wheat  because  of  poor 
harvests.   In  1964-65,  supplies  in  exporting  countries  were  expanding  and  pro- 
duction in  many  importing  countries  had  increased. 

Wheat  legislation,.  Public  Law  88-297  approved  April  11,  1964,  bolstered  farm 
income  from  wheat  by  providing  cooperating  farmers  a  price-support  loan  of 
$1.30  per  bushel  (national  average)  for  the  1964  crop  and  domestic  and  export 
marketing  certificates.   The  domestic  marketing  certificate,  covering  the 
producer's  share  in  the  national  allocation  for  domestic  use,  was  valued  at  70 
cents  per  bushel.   The  export  marketing  certificate  was  valued  at  25  cents  per 
bushel.   For  the  1965  crop,  the  loan  rate  is  $1.25  per  bushel,  the  value  of 
the  domestic  marketing  certificate  is  75  cents,  and  the  value  of  the  export 
marketing  certificate  is  30  cents  per  bushel.   Export  payments  on  wheat  were 
made  to  exporters  in  1964-65  and  are  being  made  in  1965-66  as  necessary  to 
bridge  the  gap  between  the  world  price  and  the  domestic  market  price  plus  the 
cost  of  the  export  marketing  certificate.   Processors  are  required  to  obtain 
domestic  marketing  certificates  to  cover  all  wheat  used  for  food  products. 
Export  payments  on  flour  were  made  in  1964-65  and  are  being  made  in  1965-66 
to  bridge  the  gap  between  the  world  price  and  the  cost  to  millers  plus  domestic 
marketing  certificates. 

During  July- June  1964-65,  export  payments  in  kind  on  wheat  grain  averaged 
approximately  23  cents  per  bushel;  and  export  payments  in  cash  on  wheat  flour, 
approximately  80  cents  per  bushel  equivalent.   The  estimated  total  of  export 
payments  on  wheat  and  flour  was  $180.9  million,  averaging  approximately  27  cents 
per  bushel.   Estimated  export  payments  on  the  624  million  bushels  of  wheat  ex- 
ported, excluding  11  million  bushels  donated  under  Titles  II  and  III,  P.L.  480, 
amounted  to  $143.5  million.   Estimated  export  payments  on  the  46.7  million 
bushel  wheat-equivalent  (20.5  million  cwt.  of  flour)  of  flour  exported,  exclud- 
ing 33.2  million  bushels  (14.6  million  cwt.)  donated  under  P.L.  480,  amounted 
to  $37.4  million. 

In  the  latter  part  of  January  1965,  the  USDA  increased  the  export  payment  (which 

had  the  effect  of  lowering  the  net  export  price)  because  world  wheat  prices 

had  generally  declined  in  response  to  the  increasingly  keen  competitive  situation. 

Export  payments  were  made  during  the  year  on  sales  under  the  International  Wheat 
Agreement  and  on  nonagreement  sales.   The  1962  International  Wheat  Agreement, 
which  became  effective  on  August  1,  1962,  for  a  3-year  period,  was  extended  by 
protocol  for  one  year  through  July  31,  1966.   On  April  4,  1966,  the  Secretary 
of  Agriculture  on  behalf  of  the  United  States,  signed  the  protocol  to  extend 
the  current  International  Wheat  Agreement  through  July  31,  1967.   This  action 
is  subject  to  Senate  ratification. 
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1966  wheat  program  authorized  by  the  Food  and  Agriculture  Act  of  1965,  P.L. 
89-321,  November  3,  1965. --This  legislation  continues  the  voluntary  wheat  pro- 
gram for  the  crops  of  1966  through  1969.   This  program  is  quite  similar  to  the 
present  program.   Price-support  loans,  at  a  national  average  of  $1.25  per  bushel 
for  the  1966  crop,  are  offered  to  producers  who  comply  with  their  allotments 
and  other  program  provisions.   Marketing  quotas  are  suspended  while  the  program 
is  in  effect.   For  1966,  wheat  for  domestic  use  will  be  supported  at  parity 
through  the  issuance  of  domestic  marketing  certificates  valued  at  the  difference 
between  the  national  average  loan  rate  of  $1.25  per  bushel  and  parity  as  of  the 
beginning  of  the  marketing  year,  July  1,  1966.   These  certificates  may  be  sold 
to  CCC  at  face  value.   The  number  of  domestic  marketing  certificates  issued 
cannot  be  for  less  than  500  million  bushels.   They  will  be  issued  on  45  percent 
of  production  based  on  "projected  yields."   Processors  of  wheat  will  be  required 
to  buy  domestic  certificates  for  the  wheat  used  in  the  manufacture  of  food  prod- 
ucts.  They  will  purchase  certificates  at  face  value  less  the  amount  by  which 
total  price  support  (parity)  exceeds  $2.00  a  bushel.   This  will  result  in  CCC's 
paying  the  difference  between  $2.00  per  bushel  and  parity. 

Noncertif icate  wheat  and  wheat  for  export  will  be  supported  through  loans  at  a 
level  based  on  the  world  market  price  and  the  feeding  value  of  wheat  --  for  1966, 
$1.25  per  bushel.   Export  marketing  certificates  will  not  be  issued  to  farmers. 
Export  certificate  costs  to  exporters  will  be  on  a  day-to-day  basis  rather 
than  on  a  predetermined  annual  value  as  in  1965.   If  U.S.  prices  are  above  world 
market  prices,  export  marketing  certificates  will  have  no  value  and  an  export 
payment  reflecting  the  difference  between  the  U.S.  and  world  price  levels  will 
be  made  to  exporters.   If  world  prices  are  above  U.S.  prices,  the  marketing 
certificate  value  will  be  the  difference  between  the  U.S.  price  and  world  prices, 
and  will  be  collected  from  exporters.   At  the  end  of  the  marketing  year,  the 
proceeds  from  export  marketing  certificates  minus  export  payments  will  be  dis- 
tributed to  eligible  producers  on  a  pro  rata  basis.   However,  the  current  re- 
lationship of  U.S.  wheat  prices  to  world  prices  indicates  that  export  payments 
will  exceed  certificate  collections  in  the  months  ahead. 

Export  payments  will  continue  on  flour  exports  under  the  1966  program  if  the 
cost  to  millers  of  wheat  plus  domestic  certificates  is  above  world  prices. 

Amended  wheat  export  regulations  for  exports  on  or  after  July  1,  1966,  were 
announced  by  USDA  March  17,  1966. 

Feed  grains  and  rye 

U.S.  exports  of  feed  grains  and  rye  set  an  alltime  fiscal  year  record  in  1964-65 
continuing  the  strong  upward  trend  of  the  past  10  years.   The  increased  feeding 
requirements  of  the  expanding  livestock  industries  in  the  major  industrialized 
countries  largely  account  for  the  continued  rise  in  U.S.  feed  grain  exports. 

No  export  payments  in  kind  have  been  made  on  shipments  of  feed  grains  and  rye 
from  commercial  stocks  since  the  early  part  of  1961-62.   Shipments  of  corn, 
which  made  up  more  than  three-quarters  of  the  exports  in  this  group,  as  well 


13- 


as  barley,  oats,  and  rye,  were  fully  competitive  in  world  markets  and  received 
no  export  payment  assistance.   However,  records  of  export  sales  from  CCC  stocks 
indicate  that  nearly  all  shipments  of  grain  sorghums  consisted  of  sales  from 
Government  inventories  at  less  than  the  domestic  market  price.   The  estimated 
average  differential  between  CCC  sales  prices  and  domestic  market  prices  was 
12.3  cents  per  bushel  (22  cents  per  cwt.)  and  the  estimated  total  differential 
amounted  to  $13.6  million. 

Rice 

Exports  of  milled  rice  in  fiscal  1964-65  totaled  $203  million,  5  percent  below 
the  record  exports  of  a  year  earlier.   Exports  for  dollars  rose  $7.5  million, 
but  shipments  under  Government- financed  programs  fell  $18.9  million  from 
1963-64.   It  is  estimated  that  all  exports  of  milled  rice  received  export  pay- 
ments in  kind  or  in  cash  until  the  elimination  of  the  cash  option  in  December 
1964.   The  average  export  payment  was  $2.22  per  hundredweight  and  total  export 
payments  amounted  to  $64.5  million. 

Cotton 

U.S.  exports  of  cotton  declined  substantially  to  $584  million  (4.5  million 
running  bales)  in  fiscal  year  1964-65  from  $670  million  (5.1  million  running 
bales)  a  year  earlier.   Increased  availabilities  abroad,  curtailment  of  cotton 
spinning  in  certain  major  European  countries,  and  postponement  of  purchases 
awaiting  clarification  of  U.S.  price  trends  contributed  to  the  decline. 

Cotton  equalization  payments  in  kind,  supplemented  by  sales  for  export  from 
CCC-owned  stocks  at  prices  which  reflected  the  equalization  differential, 
facilitated  exports  of  upland  cotton.   The  cotton  equalization  payment  rate 
for  upland  cotton  in  1964-65  was  6%  cents  per  pound  ($32.50  for  a  500  pound 
bale).   Estimated  export  payments  on  upland  cotton  in  fiscal  year  1964-65, 
including  export  equalization  payments  and  the  differential  on  CCC  export  sales 
(excluding  exports  produced  on  export  market  acreage  described  below),  amounted 
to  $143.8  million. 

Exports  of  domestically  produced  extra-long-staple  cotton  were  assisted  by 
sales  for  export  from  CCC  stocks  at  prices  competitive  with  cotton  of  similar 
quality  in  world  markets.   The  estimated  average  differential  between  the 
domestic  market  price  of  domestically  produced  extra-long-staple  cotton  and  the 
CCC  export  sales  price  was  9  cents  per  pound  ($45.00  for  a  500  pound  bale)  and 
the  estimated  total  differential  was  $0.9  million. 

Programs  operated  during  the  August- July  1964-65  and  1965-66  marketing  years, 
as  well  as  the  new  cotton  program  for  the  1966-69  cotton  crops,  are  summarized 
below. 

Cotton  equalization  payment-in-kind  program. --Under  the  authority  of  the  1964 
cotton  legislation,  a  cotton  equalization  program  was  established  for  the 
1964-65  and  1965-66  cotton  marketing  years  (August- July).   The  objective  of  the 
program  is  to  eliminate  inequities  due  to  differences  in  the  cost  of  upland 
cotton  to  domestic  and  foreign  users  and  to  expand  domestic  consumption  of 
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upland  cotton.   Payments  are  made  through  the  issuance  of  equalization  payment- 
in-kind  certificates  to  cotton  handlers  (textile  mills,  exporters,  and  other 
buyers  and  sellers  of  cotton  at  any  point  in  the  marketing  channel).   Also, 
cash  payments  are  made  to  cotton  handlers  requesting  CCC's  assistance  in  the 
marketing  of  certificates  and  such  certificates  are  pooled  and  the  rights  made 
available  to  persons  desiring  to  use  them  to  acquire  cotton.   The  law  prohibits 
making  equalization  payments  to  producers.   Equalization  certificates  issued 
under  this  program  may  be  redeemed  in  CCC-owned  cotton  at  domestic  market  prices 
and  the  cotton  acquired  in  exchange  for  such  certificates  or  in  liquidation  of 
rights  in  a  certificate  pool  may  be  sold  in  either  the  domestic  or  export  market, 

From  the  beginning  of  the  program  August  1,  1964,  through  July  31,  1965,  proof 
of  export  had  been  received  on  2.6  million  (500  pound)  bales.   Proof  of  domestic 
consumption  had  been  received  through  the  same  date  on  8.8  million  (500  pound) 
bales.   For  the  1964-65  marketing  year,  as  noted  above,  the  payment- in-kind 
rate  was  6.5  cents  per  pound  for  eligible  cotton,  both  domestically  consumed 
and  exported.   The  initial  rate  for  the  1965-66  marketing  year  was  announced 
as  5.75  cents  per  pound  and  such  rate  is  expected  to  continue  through  the  market- 
ing year. 

CCC  export  sales  program  for  upland  cotton. --The  cotton  equalization  payment 
program  on  exports  of  upland  cotton  from  commercial  stocks  was  supplemented 
during  the  1964-65  marketing  year  by  sales  from  CCC-owned  stocks  at  competitive 
prices.   An  export  sales  program  is  also  in  effect  for  the  1965-66  marketing 
year.   From  the  beginning  of  the  program  in  September  1964  through  July  31, 
1965,  757,620  running  bales  of  upland  cotton  had  been  sold  for  export.   An 
additional  689,690  running  bales  were  acquired  for  export  under  the  barter  and 
CCC  credit  sales  programs  —  448,611  under  the  barter  program  and  241,079  under 
the  credit  sales  program. 

Export  market  acreage. --The  Agricultural  Act  of  1964  provides  for  export  market 
acreage  in  addition  to  the  effective  farm  allotment  when  this  additional  acreage 
will  not  interfere  with  reducing  the  carryover  of  upland  cotton  by  at  least  a 
million  bales  a  year.   For  1964,  the  export  acreage  was  set  at  5  percent  of  the 
effective  allotment  (the  farm  allotment  after  any  release  or  apportionment). 
The  production  of  the  export  acreage  must  be  exported  and  is  not  eligible  for 
price-support  or  equalization  payments.   A  total  of  47,816  acres  of  cotton  was 
planted  under  export  acreage  allotments.   Through  the  end  of  the  1964-65  market- 
ing year,  proof  of  exports  from  this  acreage  had  been  received  on  45,008  (500 
pound)  bales.   Proof  of  exports  continued  to  be  received  and  had  totaled  81,522 
bales  through  February  25,  1966.   No  export  market  acreage  was  authorized  for 
the  1965-66  marketing  year. 

CCC  export  sales  program  for  domestically  produced  extra-long-staple  cotton. -- 
During  the  1964-65  cotton  marketing  year,  sales  of  domestically  produced 
extra-long-staple  cotton  from  CCC  price-support  inventory  totaled  33,275  run- 
ning bales.   Under  Section  3  of  P.L.  88-638,  enacted  October  9,  1964,  the 
Secretary  of  Agriculture  is  directed  to  offer  for  sale  for  export  CCC  stock? 
of  domestically  produced  extra-long-staple  cotton  acquired  through  price-support 
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operations  at  prices  not  in  excess  of  the  prices  at  which  cotton  of  comparable 
quality  is  being  offered  by  other  exporting  countries,  whenever  extra-long- 
staple  cotton  is  determined  to  be  in  surplus  supply.   For  purposes  of  the 
sales-for-export  program,  the  surplus  supply  of  extra-long-staple  cotton  for 
the  1964-65  cotton  marketing  year  was  determined  to  be  165,700  bales.   Through 
December  1964,  sales  quotas  were  limited  to  5,000  bales  per  month.   Sales  quotas 
of  18,000  bales  per  month  were  established  for  January  through  July  1965.   For 
the  1965-66  cotton  marketing  year,  the  surplus  supply  of  domestically  produced 
extra-long-staple  cotton  was  determined  to  be  129,600  bales.   Sales  quotas 
were  set  at  10,000  bales  for  each  of  the  months  of  August  1965  through  July  1966, 

Export  sales  program  for  foreign-grown  extra-long-staple  cotton. --During  August- 
July  1964-65,  CCC  sold  for  export  21,144  running  bales  of  foreign-grown  extra- 
long-staple  cotton  released  from  the  Strategic  and  Critical  Materials  stockpile. 
These  sales  were  made  on  a  competitive  bid  basis  at  not  less  than  world  market 
prices  as  determined  by  the  Secretary  of  Agriculture.   The  cotton  sold  included 
20,544  bales  of  Egyptian  cotton  and  600  bales  of  Sudanese  cotton.   Sales  of 
cotton  from  the  stockpile  are  not  reflected  in  U.S.  exports  of  domestic  merchan- 
dise as  shown  in  table  1,  but  are  reported  by  the  Bureau  of  the  Census  as  U.S. 
exports  of  foreign  merchandise. 

New  cotton  program  for  the  1966-69  crops. --The  Food  and  Agriculture  Act  of  1965, 
P.L.  89-321,  approved  November  3,  1965,  authorizes  a  new  cotton  program  for  the 
1966-69  crops  of  upland  cotton. 

High  cotton  production  levels  without  a  comparable  increase  in  domestic  use 
and  exports  prompted  the  enactment  of  measures  designed  to  bring  the  surplus 
under  control.  While  the  domestic  cotton  allotment  program  in  effect  for  the 
1964  and  1965  crops  helped  reduce  production,  it  did  not  achieve  the  necessary 
reduction,  primarily  because  of  rising  per-acre  yields. 

The  new  legislation  continues  the  one-price  program  and  maintains  the  national 
minimum  allotment,  domestic  allotment,  and  price-support  concepts,  but  with  sub- 
stantial changes  from  past  years.   The  new  provisions  are  designed  to  reduce 
cotton  production  and  costs  to  the  Government  of  maintaining  excessive  inven- 
tories and  to  keep  cotton  competitively  priced  in  domestic  and  world  markets 
without  decreasing  farmers1  incomes.   Cotton  growers  gave  final  approval  to 
the  new  program  for  the  1966  crop  by  approval  of  marketing  quotas  on  November 
23,  1965. 

Price-support  loans  at  levels  close  to  world  prices  and  price-support  and 
acreage  diversion  payments  will  be  available  to  farmers  who  voluntarily  par- 
ticipate in  the  acreage  diversion  program.   For  the  1966  crop,  the  national 
average  loan  rate  is  21  cents  per  pound  for  middling  1-inch  cotton  at  average 
location.   This  relatively  low  loan  rate  compared  with  prior  years  is  designed 
to  continue  one-price  cotton  for  domestic  consumption  and  export  and  to  make 
it  possible  for  U.S.  cotton  to  move  in  domestic  or  export  channels  without  the 
need  for  either  an  equalization  or  an  export  payment.   Price-support  and  acreage 
diversion  payments  made  directly  to  eligible  producers  will  offset  the  lower 
loan  rate  and  maintain  farm  incomes.   Provision  is  made  for  allocating  a  limited 
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acreage  to  those  farmers  who  wish  to  produce  cotton  for  export  only.   The 
maximum  acreage  is  fixed  at  250, 000, but  producers  have  applied  for  only  about 
100,000  acres  for  1966.   These  producers  will  not  be  eligible  for  price-support 
loans  and  will  receive  no  payments. 

Dairy  products 

U.S.  exports  of  dairy  products  declined  $34  million  in  fiscal  year  1964-65  from 
the  year-earlier  total.   An  increase  of  $21  million  in  commercial  sales  for 
dollars,  principally  of  butter  and  anhydrous  milkfat,  was  more  than  offset  by 
a  decline  in  exports  under  Government- financed  programs.   Donations  of  nonfat 
dry  milk,  butter,  and  anhydrous  milkfat  were  substantially  below  the  1963-64 
volume. 

It  is  estimated  that  half  the  U.S.  exports  of  dairy  products  in  fiscal  year 
1964-65  received  export  payments  in  kind  or  consisted  of  aales  from  CCC  stocks 
at  less  than  the  domestic  market  prices.   Another  30  percent  consisted  of  do- 
nations under  Public  Law  480  and  20  percent  received  no  export  payment  assistance. 
Commodities  wholly  or  partially  assisted  by  export  payments,  including  differ- 
entials on  sales  from  CCC  stocks,  were  nonfat  dry  milk,  butter,  anhydrous  milk- 
fat, and  cheese.   Commodities  exported  without  export  payments  were  principally 
evaporated  and  condensed  milk,  dry  whole  milk,  and  infants'  and  dietetic  foods, 
chiefly  milk. 

It  is  estimated  that  nearly  all  exports  of  nonfat  dry  milk  (excluding  donations 
under  Titles  II  and  III,  P.L.  480)  were  assisted  by  payments  in  kind  or  con- 
sisted of  sales  from  CCC  stocks  at  less-than-domestic  market  prices.   About 
two-thirds  of  the  exports  (excluding  donations)  were  from  commercial  stocks 
and  received  payments  in  kind  and  one-third  came  from  CCC  stocks  at  less-than- 
domestic  market  prices,  including  a  large  volume  exported  under  government-to- 
government  sales  at  reduced  prices. 

Most  of  the  132  million  pounds  of  nonfat  dry  milk  sold  to  Japan  in  June  1964 
was  exported  in  fiscal  year  1964-65.   On  June  2,  1965,  a  similar  sale  of  over 
99  million  pounds  was  made  for  use  in  the  Japanese  school  lunch  program  during 
1965-66.   During  fiscal  year  1964-65,  over  22  million  pounds  of  milk  were 
shipped  to  Brazil  and  8.8  million  pounds  were  exported  to  Italy  for  school 
lunch  and  child  feeding  programs  under  government-to-government  contracts  at 
reduced  prices. 

In  November  1965,  CCC  sold  nonfat  dry  milk  and  butter  at  reduced  prices  to  the 
Catholic  Relief  Service  in  Rome,  Italy,  for  use  in  charitable  feeding  programs 
in  Italy.   In  January  1966,  similar  sales  of  nonfat  dry  milk  were  concluded 
with  Ozar  Hatorah,  Inc.,  a  charitable  organization  providing  educational  ser- 
vices for  needy  children  in  the  Middle  East,  and  to  Church  World  Service,  a 
voluntary  relief  agency,  for  refugee  and  child  feeding  programs  in  Tanzania, 
the  Republic  of  the  Congo,  or  India. 

The  estimated  average  export  payment  on  nonfat  dry  milk  in  fiscal  year  1964-65 
was  6.9  cents  per  pound,  including  payments  in  kind  and  the  differential  be- 
tween the  CCC  sales  price  and  the  domestic  market  price  on  export  sales  from 
CCC  stocks.   Estimated  total  export  payments  amounted  to  $35.1  million. 
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It  is  estimated  that  all  butter  exports  from  the  United  States  in  fiscal  year 
1964-65  (excluding  donations)  received  payments  in  kind  or  consisted  of  sales 
from  Government-owned  stocks  at  less-than-domestic  market  prices.   About  80  per- 
cent of  the  exports  so  assisted  were  from  commercial  stocks  and  received 
payments  in  kind.   Twenty  percent  consisted  of  sales  from  CCC  stocks  at  less- 
than-domestic  market  prices.   The  estimated  average  export  payment,  including 
payments  in  kind  and  differentials  on  sales  from  CCC  stocks,  was  24.8  cents 
per  pound  and  the  estimated  total  export  payment  amounted  to  $30.0  million. 

It  is  estimated  that  all  exports  of  anhydrous  milkfat    (butteroil,  and  other 
high  milkfat  products) during  July-June  1964-65  (excluding  donations)  received 
payments  in  kind  or  were  exported  in  lieu  of  butter  sold  from  CCC  stocks  at 
less-than-domestic  market  prices.   Nearly  all  of  these  exports  were  from  com- 
merical  stocks  and  received  export  payments  in  kind.   A  relatively  small  quan- 
tity was  exported  instead  of  an  equivalent  quantity  of  butter  sold  from 
Government-owned  stocks.   The  estimated  average  export  payment  was  33  cents 
per  pound  and  the  estimated  total  export  payment  amounted  to  $5.2  million. 

Nearly  half  of  the  volume  of  cheese  exported  from  the  United  States  in  1964-65 
consisted  of  sales  from  CCC  stocks  at  less-than-domestic  market  prices,  includ- 
ing 1,000  metric  tons  sold  to  Italy  in  January  1965  for  school  lunch  and  other 
feeding  programs  for  needy  children.   Since  the  discontinuance  of  donations  to 
Italy  under  P.L.  480  for  school  lunch  operations,  the  Government  of  Italy  has 
regularly  purchased  cheese  and  other  agricultural  commodities  for  dollars  for 
the  school  lunch  program.   The  estimated  average  differential  between  the  CCC 
export  sales  price  and  the  domestic  market  price,  including  the  government-to- 
government  sale  to  Italy,  was  14.5  cents  per  pound  and  estimated  total  export 
payments  amounted  to  $0.6  million. 

Dairy  product  export  sales  from  CCC  stocks  were  temporarily  discontinued  on 
February  10,  1966,  because  inventories  were  committed.   The  dairy  products 
payment- in-kind  program  on  exports  from  commercial  stocks  was  temporarily  sus- 
pended on  March  2,  1966  until  such  time  as  the  domestic  supply  situation  justifies 
a  program  of  this  type.  t 

Tobacco 

Exports  of  unmanufactured  tobacco  from  the  United  States  declined  6  percent  in 
1964-65  to  $395  million  (484  million  pounds)  from  $421  million  (532  million 
pounds)  a  year  earlier.   U.S.  flue-cured  tobacco,  the  principal  export  type, 
faced  strong  competition  from  Rhodesia,  whose  flue-cured  production  in  1964  in- 
creased 60  percent  over  1963  and  whose  prices  were  down  substantially. 

The  payment-in-cash  export  program  for  tobacco  from  1956  and  earlier  crops 
pledged  to  CCC  as  loan  collateral  was  completed  in  1964-65.   Only  9  million 
pounds,  less  than  2  percent  of  U.S.  tobacco  exports,  were  shipped  under  this 
program  in  1964-65.   The  estimated  export  value  of  tobacco  shipped  under  this 
program  during  the  year  was  $4.3  million,  the  average  export  payment  was  9.2 
cents  per  pound  and  the  recorded  total  of  export  payments  was  $0.8  million. 
During  the  entire  period  of  the  program  which  began  in  fiscal  year  1961-62, 
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over  68  million  pounds  of  tobacco  have  been  exported  and  payments  amounted  to 
$7  million.   Payments  under  the  program  were  made  in  cash  from  funds  authorized 
under  Section  32  of  P.L.  74-320. 

Oilseeds  and  products 

Oilseeds  and  products  led  dollar  sales  for  the  fourth  consecutive  year,  account- 
ing for  over  one-fifth  of  total  dollar  exports.   Commercial  exports  of  oilseeds 
and  products  rose  to  $963  million  in  1964-65  from  $754  million  in  1963-64.   The 
increasing  demand  for  high  protein  feeds  for  the  rapidly  expanding  livestock  in- 
dustries of  the  leading  industrial  countries,  as  well  as  increased  use  of  ediole 
vegetable  oils  in  food  products,  has  created  a  strong  world  demand  for  oilseeds 
and  products. 

Only  1  percent  of  the  exports  in  this  commodity  group  were  assisted  by  export 
payments.   Oilseeds  and  products  accounted  for  28  percent  of  dollar  sales  with- 
out export  payments  in  1964-65.   Exports  which  received  no  export  payments  in- 
cluded soybeans,  $598  million;  soybean  and  cottonseed  oil  --  except  $0.5  million 
of  cottonseed  oil  exported  to  Italy  for  child  feeding  programs  at  a  reduced 
price  —  $267  million;  and  oilcake  and  meal,  $178  million. 

During  July- June  1964-65,  principally  during  July-September  1964,  CCC  sold  for 
export  on  a  competitive  bid  basis  over  5  million  bushels  of  flaxseed,  nearly 
3.4  million  bushels  of  which  were  sold  below  domestic  market  price.   Although 
flaxseed  from  CCC  stocks  could  be  exported  as  seed  or  an  equivalent  quantity  of 
linseed  oil,  records  of  exports  indicate  that  most  of  the  flaxseed  was  exported 
as  seed. 

The  Department  of  Agriculture  on  November  12,  1964,  announced  an  export  payment- 
in-kind  program  to  move  flaxseed  and  linseed  oil  into  export  channels  from 
market  supplies.   Program  regulations  were  announced  February  1,  1965,  but  the 
program  did  not  become  effective  until  April  1965  when  USDA  officials  determined 
that  the  competitive  position  of  flaxseed  and  linseed  oil  in  world  markets 
justified  export  payments.   Export  payments  equal  to  the  difference  between 
the  domestic  and  world  market  price  are  made  in  transferrable  payment- in-kind 
certificates  (Form  CCC-341),  which  are  redeemable  for  an  equal  value  of  any 
CCC-owned  commodity,  or  tobacco  under  loan,  offered  for  sale  under  a  regulation 
or  announcement  issued  by  CCC  providing  for  redemption  of  such  certificates. 
The  first  daily  export  payment  rates  were  announced  April  16,  1965.   Exports 
of  flaxseed  during  May  and  June  1965  were  assisted  by  payments  in  kind. 

It  is  estimated  that  $11.6  million,  slightly  over  three-fifths  of  total  flaxseed 
exports  of  $18.8  million  in  1964-65,  consisted  of  sales  from  CCC  stocks  at 
less-than-domestic  market  price  or  were  exported  under  the  payment-in-kind  pro- 
gram during  May  and  June  1965.   The  estimated  average  differential  between  the 
domestic  market  price  and  the  CCC  export  sales  price  on  the  3.4  million  bushels 
of  flaxseed  from  CCC  stocks  was  9  cents  per  bushel.   The  average  payment  in  kind 
was  14.6  cents  per  bushel.   The  weighted  average  of  estimated  differentials  and 
payments  in  kind  was  10  cents  per  bushel.   Estimated  total  export  payments 
under  both  the  export  sales  and  payment- in-kind  programs  amounted  to  $0.4  million. 
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During  September  and  October  1964,  over  4  million  pounds  of  refined  cottonseed 
oil  were  exported  to  Italy  for  child  feeding  programs  under  a  CCC  sales  contract 
announced  May  7,  1964.   This  sale  was  made  at  13.125  cents  per  pound,  about  5.25 
cents  below  domestic  market  price.   The  export  value  of  the  oil  exported  under 
this  contract  was  $0.5  million  and  the  estimated  total  differential  between  the 
domestic  market  price  and  CCC  sales  price  was  $0.2  million. 

Peanuts 


Exports  of  peanuts  from  the  United  States  in  1964-65  amounted  to  $14  million 
compared  with  $6  million  in  1963-64  and  $3  million  in  1961-62.   A  larger  supply 
of  peanuts  available  for  export,  market  development  work,  particularly  on  the 
part  of  the  trade,  and  greater  emphasis  on  the  part  of  the  Commodity  Credit 
Corporation  on  movement  of  peanuts  in  the  export  market  have  contributed  to  the 
increase  during  the  past  2  years. 

It  is  estimated  that  $12  million  of  the  $13.5  million  of  shelled  peanuts  ex- 
ported in  1964-65  consisted  of  sales  from  CCC-owned  stocks  at  less  than  the 
domestic  market  price  of  peanuts  for  nuts.   The  $2  million  shown  in  table  1 
as  exported  without  export  payments  includes  $1.2  million  of  peanuts  exported 
from  CCC  stocks  for  crushing  abroad  at  prices  competitive  with  the  domestic 
market  price  of  peanuts  for  crushing,  all  exports  of  unshelled  peanuts  totaling 
$0.7  million  and  a  relatively  small  quantity  of  shelled  peanuts  from  commercial 
stocks.   The  estimated  differential  between  the  CCC  sales  price  and  the  domestic 
market  price  of  peanuts  for  nuts  was  7  cents  per  pound  and  the  estimated  total 
differential  was  $6.9  million. 

Commodity  Groups  Not  Assisted  by  Export  Payments  in  Fiscal  Year  1964-65 

Animals  and  products  (except  dairy) 

U.S.  exports  of  animals  and  products,  93  percent  dollar  sales,  were  slightly 
higher  in  1964-65  than  a  year  earlier.    Exports  of  tallow,  hides  and  skins,  and 
variety  meats  reached  record  highs.   Shipments  of  beef  and  veal  were  higher  than 
in  1963-64,  but  exports  of  pork  and  poultry  meat  declined.   Exports  of  animals 
and  products  (except  dairy  products)  received  no  export  payment  assistance  in 
1964-65  and  made  up  16  percent  of  commercial  exports  without  export  payments. 

Fruits  and  vegetables  and  preparations 

Movement  abroad  of  fruits  and  preparations  in  1964-65  totaled  $289  million  with 
most  of  the  $15  million  rise  from  a  year  earlier  taking  place  in  shipments  of 
canned  and  fresh  fruits.   Exports  of  vegetables  and  preparations  fell  $10  mil- 
lion to  $154  million  from  1963-64,  primarily  due  to  the  sharp  decline  in  ship- 
ments of  dry  edible  beans.   Exports  of  fruits  and  vegetables  received  no  export 
payments  and  dollar  shipments  in  this  commodity  group  made  up  13  percent  of 
dollar  sales  without  export  payments  during  the  year. 
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